<010> Study Area Code 310703

<015> Study Area Name KALEVA TEL CO

<020> Program Year 2017

<030> Contact Name: Person USAC should contact Christopher UL
with guestions about this data ristopher Ulner

<035> Contact Telephone Number: 6109283903 ext,
Number ot the person identitied in data line <030>

<039> Contact Email Address:

Email of the person identified in data line <030>  cwimereicorelle.com

Form Type 54.313
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<010> _ Study Area Code 310703

<DiS»  Study Area Name KALEVA TEL CO

<020> _ Program Year 2017

<030>  Contact Name - Parson USAC should contact regarding this data Chrisiophsar Ulmar

<35> Contact Telephone Number - Number of person identified in data line <030> G109283303 ext.

<03%9> Contact Emall Address - Email Address of person ldentified in data line <030> culmareicoralle. com

<110> Has your company received Its ETC certification fram the FCC? [yes/no) O @
If your answer to Line <110> is yes, do you have an existing §54.202(a) "5

<111> year plan” filed with the FCC? {yes/ nc) O Q

IF your answer to Line 111> is yes, please file a progress report, on line

<212> delineating the status of your company's existing § 54.202(a) "5 year

pian” on file with the FCC, as it relates to your pravision of voice telephony

service. TI0703MI112. pdf
¢112> Attach Five-Year Service Quakty Improvement Flan or, in subsequent years,

your annual progress repert filed pursuant to 47 C.F.R. § 54.313(a)(1). If vour company is a

CETC which only recelves frozen supporl, your progress report is only

required to address voice telephony service.

Name of Attached Decument
Please select the appropriate responses below {Yes, No, Not Applicable} te confirm

that the attached document(s), on line 112, contains & pregress report on its five-year
service quality improvement plan pursuant to §54.202(2). The information shall be
submitted at the wire center level ar census block as appropriate.

€113> Maps detalling progress towards meeting plan targets Yes
<114> Repart how much universal service {USF} suppert was received Yas
<115>  How much {USF) wes used to improve service quality and how suppart was used o improve senvica quality Yes

<116>  Hoew much (USF) was used to improve sarvics covarags and how support was usad to improva service coverage  [vas
<117>  How much (USF} was used to improve sarvice capacity and how support was used to improve service capacity

«<118> Provide an explanatlon of network improvement targets not met
in the prior calendar year.
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<010>  Study Area Cade 310703

<015>  Study Area Narme KALEVA TEL CO
<020> _ Program Year =017

<030> Contact Name - Person USAC should contact regarding this data Christopher Dlmexr

<035> _ Contart Telzphone Number - Numher of person identified in data line <630>

§109283803 BXL.

<039> _ Contact Emall Address - Emall Address of person identffied in data line <030>  culmersicorellc.com

<210> For the prior calendar year, were there any reporable volce service cutages? Ha
<220> <@ <hl> <hz> <b3> <bax <clx> <c2> <> <B> <f> < <h>
NORS Did This Cutage
Reference | Outage Start | Outage Start | Outage End | Outage End Number of 911 Farilities Service Outage Affeet Multiple
Number Date Time Date Tilme Customers Affected| Total Number of Affected Desetiption {Check Study Areas Service Outage Preventative
Ci [Yes / No} all that apply) {Yas / No} Resolution Procedures

REDACTED - FOR PUBLIC INSPECTION
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310703

Study Area Code

<010>
<D15>
<020
<030
<035>
“<039>

KRLEVA TEL C0

Study Area Name

2017

Program Year

Christopher Ulmar
5105283503 ext.

Contact Name - Person USAC should contact regarding this data

Contact Telephone Number - Number of person identified in datz line <030>

culmerdicorellc. com

Contact Emaii Address - Email Address of person Ident/fied in data line <030>

300> Unfulfilled service request [voice)

<310 Detail on attempts [voice)

Name of Attached Document

«320> Unfulfilled service request {broadband)

<330 Detail on attempts [broadband}

Name of Attached Document

Page 4
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<010>  Stucly Area Code 10702
<015>  Stucly Area Name KALZVA TEL co
<020>  Program Year
2017
<030>  Contact Name - Person USAC should contact regarding this data PR
Contact Telephone Number - Number of person identified in data line
<035» <030 6102283507 ext.
030> Contact Email Address - Email Address of person identified in data line  wuinereicorsile.con
<030>
Select from the drop-down list to indicate how you would like to report
<qpps  voice complaints (zerc or greater) for voice telepheny service in the prior  0ffered cnly fixed voice
calendar year for each service area in which you are designated an ETC for
any facilities you own, operate, lease, or otherwise utilize,
<410>  Complaints per 1000 customers for fixed voice 0.0
<420>  Complaints per 1000 customers for mobile voice
Select from the drop-down list to indicate how you would like to report
<430> end-user customer complaints (zero or greater) for broadband service in ~ Offered only fixed broadband
the prior calendar year for each service area in which you are designated
an ETC for any facilities you own, operate, lease, or otherwise utilize.
<440> Complaints per 1000 customers for fixed broadband 6.0
<450>  Complaints per 1000 customers far mabile broadband

Page S
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<010> _ Study Area Cede 310763

=015> Study Area Name KALEVA TEL C&
<020>  Program Yeer 2017

<030=  Contaet Name - Person USAC should contact regarding this dats Chriatcpher Olmar

<035 Contact Telaphone Number - Number of person Identifled in data line coap,  S108283901 exc.

<(38>  Contact Email Addrass - Emafl Addrass of person identifiad in data line «030>  culmeriicerellc.com

<500»  Certify compliance with seryite quality and consumer rules Yes

3310703MI5LD . pdf
<EB10> Descriptive document for Service Guality Standards & Consumer Protection Rules Compliance

Page 6
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«010> _ Study Area Code

310702

<D15>  Study Area Name

XALIVR TEL (0

2017,

<020 PJ’QEI?ITI Year

030> Contact Name - Person USAC should contact regarding this data

Chrictopher Dlir

<35> Contact Telephone Numbar - Number of person identified in data line <030>

610UZBIADT eXE.

<039»  Contact Email Address - Fmail Address of person identified in data line <030>

enlrersfearelle. com

<600> Certify complance regarding ability to function In emergency situaticns

Yes

<B10> Descriptive d for F ionality in Situations

310703MIE10, pdL

REDACTED - FOR PUBLIC INSPECTION
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<010> Study Area Code 110702
<015 Study Area Name KALEVA TEL CO

<020> _Pregram Year 2017

<030> Centact Name - Persan USAC should contact regarding this data Chrictophar Ulmar

<035>  Contact Telephone Number - Number of person identified in data line <020> 6105283903 ext.

<039> Contact Emait Addrass - Emall Address of person Identified in data line <030> culmsreicorallc.com

<701> Residentisl Lacal Service Charge Effective Date

<702 Single State-wide Resldential Local Service Charge

<703 e

Residentlal Lo T ] Mandatory Extended Area

State h {ILEC} SAC [CETC) Rate Type Service Rate State Subscriber Line Charge | State Universal Service Fee Service Charge Taotal per line Rates and Fee:

See attached worksheet

Page B
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310703

<010  Study Area Code

<015> Study Area Name KALEVA TEL €O

<020>  Program Year 2017

<030> Contact Name - Person USAC should contact ding this data Christophar Ulmer

<D35> Contact Telephone Number - Number of person identified in data line <p3ps  $109283202 ext.

<039 Contact Emall Address - Email Address of person identified in data line 030>  culmerricorellc. com
<711

Broadband Service - Usage Allowance
State Regulated Download Spead Broadband Service - | Usage Allowance Actlon Taken When
State {ILEQ) Rate Fees Total Rete and Fees. (Mbps) Upload Speed (Mbps) [GB) Limft Reached {sefect }

See-atiached

sl "
woticsheet

REDACTED - FOR PUBLIC INSPECTION
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<010>  Study Area Code 310703

<015>  Study Area Name KALEVA TEL €0

<020>  Progratn Year 2017

<D30> Contact Name - Person USAC should contact regarding this data christopher Ulmer
<035+  Contact Telephone Number - Number of person identified in data fine <03p» 6108283903 ext.
<039>  Contact Email Address - Email Address of persen identified in data line <030>  gulmerzicorelic.com
<B10> _Reporting Carrier Kalava Telephone o

<B11> _Holding Company Net Applicable

<B12> Operating Company Xaleva Telephone Company

<Bi3>

Affiliates

SAC Doing As Company or Brand i)

Page 10
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<010>  Study Area Code 310703

<0155 Study Area Name KALEVA TEL CO

<020> Program Year 2017

<030>  Contact Name - Person USAC should cantact regarding this data Christophar Ulmer
E105283903 ext.

<035»  Contact Teleph Number - Numker of person identified in data line <830>

<03%>  Contact Email Address - Email Address of parson identified in data line <030> . culmerdicerelle. com

<900> Does the filing entity offer tribal land services? [Y/N} e

<910>  Tribal Land(s) on which ETC Serves

<920> Tribal Government Engagement Obligation

Name of Attached Document

If your company serves Tribal lands, please select (Yes,Mo, NA) for each these boxes

to confirm the status described on the attached documentis), on line 920,

demanstrates coordination with the Tribal government pursuant to YSeIec:q
: . ‘es of No or
§ 54.313(a)(3} includes: Net Applicable

'<921> Needs assessment and deployment ptanning with a focus on Tribal
community anchor institutions.
<822> Feaslbility and sustalnability planning;
«923>  Marketing services in a cuiturally sensitive manner;
«924> Compllance with Rights of way processes
<825 Compilance with Land Lise permitting requirements
<826> Cpmpllance with Facllitles Siting rules .
<927> Compliance with Environmental Review processes

<928> Compliance with Cultural Preservation review processes

<929> . Compliance with Tribal Business and Licensing requirements.

Page 11
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<01C>

Study Area Cade

Page 12

310703

<015>

Study Area Name

KALEVA TEL ©Q

<020> Program Year 2017
<030> Contact Name - Perscn USAC should contact regarding this data Christopher Ulmer
«035> Contact Telephene Number - Number of persen identified in data line <030> €10D283903 ext.
<039> Contact Email Address - Email Address of person identified in data line <030 culmer Ticorelle . com
<1000> Volce services rate comparabllity certification Yes
310703MI1010.pdf
<1010> Attach detailed description for voice senvices rate
comparability compliance .
Name of Attached Document
Yes - Pricing is no more than the most recent applicable benchmark anncunced by
<1020> Broadband comparability certification the Wireline Competition Bureau
<1030> Attach detailed description for broadband

comparability compliance

Name of Attached Decument

Page 12
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<010>

Page 13

Study Area Code 310703

<015> Study Area Name KALEVA TEL CO

<020> Program Year 2017

<030> Contact Name - Persan USAC should cantact regarding this data Christopher Ulmer

<035> Contact Telephone Number - Number of person identified in data line <G30> 104283503 axc.

<03%> Contact Email Address - Email Address of person identified in data line <D30>  cpimersicorelic. com
<1100 Certify whether terrestrial backhaul options exist {Y/N) Yes

£1130> Please select the appropriate response (Yes, No, Not Applicable) to confirm the

reporting carrier offers broadband service of at least 1 Mbps dewnstream and 256 kbps |

upsiream within the supported area pursuant to § 54.313(q).

REDACTED - FOR PUBLIC INSPECTION
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<010> Study Area Code 310703
<015> Study Area Name KALEVA TEL CO
<D20> Program Year 2017
<D30> Contact Name - Person USAC should contact regarding this data Christopher Vimsr
<D35> Contact Telephone Number - Number of person identified in data line <030> 4109263903 ext.
<D39> Contact Email Address - Email Address of person identified in data lIne <030>  cuinesaicorellc. cam
<1210> Terms & Conditions of Voice Telephony Lifeline Flans
Name of Attached Document
<1220>  |ink to Public Website HTTP

“Please check these boxes below to confirm that the attached document(s), on line 1210,

or the website listed, on line 1220, contains the required informaticn pursuant to

§ 54.422(a}(2) annual reporting for ETCs recelving low-inceme support, carriers must

annually report:

<1221>  Information deseribing the terms and conditions of any voice ﬂ::]
telephony service plans offered to Lifeline subscribers,

«1222> Details on the number of minutes provided as part of the plan,

<1223> Additional charges for tol! calls, and rates for each such plan. E

REDACTED - FOR PUBLIC INSPECTION
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<010>  Study Area Code

310703

Page 15

<015>  Study Area Name KALEVA TEL CO
<D20>  Program Year 2017
<030~ Centact Name - Person USAC should contact regarding this data Christopher Ulmar

<035» _Contact

TINDZE5003 EXL.

Mumber - Number of person identified in data line <030>

<039> Contact Email Address - Email Address of person identified in data line <030>  cuirerTicorelle. cam

Select the appropriate responses below (Yes, No, Not Applicable) to note compliance as a recipient of Incremental High Cost support, High Cost support to offset access charge reductions,

and Connect America Phase Il support as set forth in 47 CER § 54.313(b),(¢),(d),(e). The information reported on this form and in the documents attached below is accurate,

Incremental Connect America Phase | reporting

<2010>

«<2011>

<2022>

<2023>

<2024A>

<2024B>

<2025A>

<2025B8>

<2015>

2nd Year Certification 47 CFR § 54.313(b){1)(i} - Note that for the July 1
2016 certification, this applies tc Round 2 recipients of Incremental
Support

3rd Year Certification 47 CFR § 54.313(b){1}{ii) - Note that for the July 1
2016 certification, this applies to Round 1 recipients of Incremental
Support

Recipient certifies, representing year two after filing a notice of
acceptance of funding pursuant to 54.312(c), that the locations in
question are not receiving support under the Breadband Initiatives
Program or the Broadband Technology Opportunities Program far
projects that will provide broadband with speeds of at Jeast 4
Mbps/1Mbps - 54.313(b)(2)(i). Round 2 recipients only.

The attachment on line 2024 ircludes a staterment of the total amount of
capital funding expended in the previous year in meeting Connect
America Phase | deployment obligations, accompanied by a list of census
blocks indicating where funding was spent. This covers year two -
54.313(b)(2){i1). Round 2 recipients only.

Round 2 Recipient of Incremental Support?

Attach list of census blocks indicating where funding was spent in year
two - 54.313(b}{2)(i}. Round 2 recipients only.
Round 1 or Round 2 Recipient of Incremental Support?

Attach geocoded Information for Phase | milestone reports {Round 1 for
year three and Round 2 for year twa) - Connect America Fund , WC
Docket 10-90, Report and Order, FCC 13-

2016 and future Frozen Support. Certification 47 CFR & 54.313(c}4)

[

1

[ 1

1

Name of Attached Document Listing
Requirad Information

:

Name of Attached Document Listing
Required Information

REDACTED - FOR PUBLIC INSPECTION

Page 15




Page 16 i

Price Cap Carrier Connect America ICC Support {47 CFR § 54.313{d)}

<2016>  Certification support used to build broadband l:___l

Connect America Phase |l Reporting {47 CFR § 54.313(e)}
<2017A> Connect America Fund Phase Il recipient? | J

<2017B> Attach information for Phase Il - 54.313(e}{1) - list of geocoded locations Name of Attached Document Listing
already meeting the 54.309 public interest obligations at the end of Required Information
calendar yvear 2015 and total amount of Phase |l support, if any, the price

cap carrier used for capital expenditures in 2015.

<2018>  Attach the number, names, and addresses of community anchor Name of Attached Document Listing
institutions to which the carrier newly began providing access to Required Information
broaclband service in the preceding calendar year - 54.313{e}{2)(i1}

<2019>  Recipient certifies that it bid on category one telecommunications and
Internet access services in response to all FCC Form 470 pastings seeking
broadband service that meets the connectivity targets for the schools and
libraries universal service support program for eligible schools and I I
libraries located within any area in a census block where the carrier Is
receiving Phase || model-based support, and that such bids were at rates
reasonably comparable to rates charged to eligible schools and libraries in
urban areas for comparable offerings - 54.313(e){2)(v}

<2020>  Recipient certifies that it offered broadband meeting the requisite public | |
interest obligations specified in §54,309 to 40% of its supported locations
in the state on December 31, 2017 - 54.313(e)(3)

<2021> Recipient certifies that it offered broadband meeting the requisite public l |
interest obligations specified in §54.309 to 60% of its supported locations
in the state on December 31, 2018 - 54.313[e}(4)

<2026>  Recipient certifies that it offered broadband meeting the requisite public
interest obligations specified in §54,309 to 80% of its supported lecations | i i
in the state on December 31, 2019 - 54.313(e)(5} H

<2027>  Recipitent certifies that it offered broadband meeting the requisite public
interest obligations specified in §54.309 to 100% of its supported locations | |
in the state on December 31, 2020 - 54.313(e}(5)

Page 16
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<010> Study Arez Code 2310703

<015> Study Area Name KALEVA TEL CO

<020 Program Year 2017

<030 Contact Name - Person USAC should contact regarding this data Chri stopher Ulmer
<035 Contact Telephane Number - Number of person Identified in data line <030> 6109283903 ext.

<030 Contact Emall Address - Email Address of persen identified in data line <030> culmer@i corellc.com

Complete the items below to note compliance with five year service quality plan [pursuant to 47 C_FR § 54.202(a)) and, for privately held carriers, ensuring
compliance with the financial reperting requirements set forth in 47 CFR & 54.313(f)(2}. | further certify that the information reported on this form and in

the documents attached below is accurate,

(BOOBj
{30104}

(30108)
(30224}
(3012B)

(3013)

(3019)

{3015)

{3016)

{3017)

{3018)

{3019)

{3020)

(3021)

{3022)

{3023)
{3024)
{3025)

(3026)

Progress Reporion S Year Plan
Carrier certifies to 54,313(f){ Lfiii}

Milestone Certification {47 CFR § 54.313{f(1}(i))

Pleasa Provide Attachment
infermation

Community Anchor Institutions {47 CFR §
54,3130}
Pieass Provide Attachment

- information
Is your company a Privately Held ROR Carrier {47 CFR [Yes/No)
§54.213(H)(2)}

If yes, does your company file the RUS annual report (Yes/No)

Please check these boxes ta canfirm that the
attached PCF, on line 3017, cantains the required
information pursuant to § 54.313{f}(2) compliance
reguires:

Electronic copy of their annual RUS reports
(Operating Report for Telecommunications
Borrowars)

Documentis) with Balance Sheet, Income Statement
and Statement of Cash Flows

If the responsa is yes on line 3014, attach your |

Name of Attached Document Listing Reguired
No - No New Community Anchors

Name of Attached Document Listing Required

Name of Attached Document Listing Required

No - Attach Explanation

310703MI3010b. pdf

® O
o ®

]
[ ]

rompany's RUS annual repert and all required Infermation

dorumentation

if the response is no on line 3014, is your company [Yes/No) O @
audited?

If the response is yes an line 3018, please check the
boxes below to confirm your submission on line
3026 pursuant to & 54.313(f}{2), contains:

Either a copy of their audited financial statement; or
{2) a financial report in a format comparable to RUS
Operating Report for Telecommunications Borrowers
Documantie) for Balance Sheeat, Income Statement
ahd Statement of Cash Flows

Managermnent letter and/er audit opinion issued by
the indapendant certified public aceountant that
performed the company’s financia! audit.

If the response is no on line 3018, please check the
boxes below to confirm your submission on line
3026 pursuant to & 54.313(f)(2), contains:

Copy of their financial statement which has been
subject to review by an independent certified public
accountant; or 2} a financial report in a fermat
comparable to RUS Operating Report for
Telecommunications Borrowers

Underlying informaticn subjected to a review by an
independent certified public accountant

Underlying information subjected to an officer
certification.

Document(s) for Balanee Sheet, Income Statement
and Statement of Cash Flows

Attach the worksheet listing required information
Infermation

J OULO

110703M313026.pdE

Name of Attached Document Listing Reguired

page 17
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o> Study AreaCade 310703

<@15> _ Study Avea Name KALEVA TEL CO

<020> _ Fropram Year 2017

<D30> _ Contact Name - Person USAC should contact ragarding this data Christophar Uimar
<035 Contarl Telephona Number - Number of parson identilledin data line <0305 R109283903 aXT.
«03%> __Conkact Email Address - Emall Address of person dentified In data ine <D30> culmereigorells, com

Finsnclal Data Summary

(3027) Revenue )

{2028}.Operating Expenses

{3029) Net income

(3030} Telephene Plant In Servica(TPIS}
(3031] Total Assets

{3032) Total Debt
{3083) Total Equity

{3034} Dividends

Name of Attached Document Listing Required Information

REDACTED - FOR PUBLIC INSPECTION
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<010> Study Area Code 210702

<015 Study Area Name EALEVA TEL ¢o

<020 Program Year 2007

<030> Centact Name - Person USAC should contact regarding this data - cnrtatopher vimer

<035> Contact Telephone Nutmber - Number of person identified in data line <D30> G1OBEIF0T HKE.
<039> Contact Email Address - Email Address of person identified in data line <030>  culpersicoraiic.com

4005 Rura) Broadband Experiment

Authorized Rural Broadband Experiment (RBE) recipients must address the certification for public interest obligations, provide a list of newly served
community anchor institutions, and provide a list of locations where broadband has been deployed.

Public interest Obligations — FCC 14-38 (paragraphs 26-29, 78)

Please address Line 4001 regarding compliance with the Commission’s public interest obligations. All RBE participants must provide a response to Line 4001.

4001. Retipient certifies that it is offering broadband te the identified locations mesting the reguisite public
interest obligations consistent with the category for which they were selected, including broadband speed,
latency, usege capacity, and rates that are reasonably comparable to rates for comparable offerings in urban
areas?

Community Anchor Institutions — FCC 14-98 (paragraph 79)

A002a, RAE participants must provide the number, names, and addresses of community anchor institutions to
which they newly deployed broadband service in the preceding calendar year. On this ling, please respond
{yes —attach new community anchors, ne — no new anchors) to indicate whether this fist will be provided.

If yes to 4003A, please provide a response for 4003B.

4003b. Provide the number, names and addresses  Name of Attached Document Listing Required Infarmation
of community anchor Institutions to which the

recipient newly began providing access to
breadband service in the preceding calendar year.

Broadband Deployinent Locations — FCC 14-98 (paragraph B0)

4004a. Attach a list of geocoded locations to
which breadband has been deployed as of the

June 1st immediately preceding the July 1st filing Name of Attached Document Listing Required Infermation
deadline for the FCC Form 481.

4004b. Attach evidence demonstrating that the
recipient is meeting the relevant public service
obligations for the identified locations. Materials

must at east detail the pricing, offered broadband  Name of Attached Document Listing Required Information
speed and data usage allowances available in the
relevant geographic area.

REDACTED - FOR PUBLIC INSPECTION
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Page 20

<010>  Study Area Code 310702

<015> Study Area Name KBLEVA TEL GO
«<020> Program Year 2017

<D30> Contact Name - Person USAC should contact regarding this data Christopher Ulmer

<035> Contact Telephone Number - Number of person identified in data line <030> 6108283903 ext,

<039> Contact Email Address - Email Address of person Identified in data line <030>  culmer@icorells. som

TO BE COMPLETED BY THE REPORTING CARRIER; IF THE REPORTING CARRIER IS FILING ANNUAL REPORTING ON ITS OWN BEHALF:

Certification of Officer as to the Accuracy of the Data Reported for the Annual Reporting for CAF or L) Recipients

|1 certify that | am an officer of the reporting carrier; my responsibilities include ensuring the accuracy of the annual reporting requirements for universal service support
recipients; and, to the best of my knowledge, the information reported on this form and in any attachments Is accurate.

Name of Reporting Carrier; IALEVA TEL CO

Signature of Authorized Officer: CERTIFIED ONLINE Date U6/30/2016

Printed name of Authorized Officer; 700 Cribbs

ITitle or position of Authorized Officer: President

[Telephone number of Authorized Officer: 2313623111 ext.

Study Area Code of Reparting Carrier: 310703 filing Due Date for this form: ©7/01/2016

Persons willfully making false statements on this form can ba punished by fine or forfeiture under the Communications Act of 1934, 47 U.5.C. §§ 502, 303(b), or fine or imprisonmant
under Title 18 of the United 5tates Code, 18 U.S.C. § 1001.

REDACTED - FOR PUBLIC INSPECTION
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<010>  Study Area Code 310703

<015>  Study Area Name KALEVA TEL CO
<020> Program Year 2017

<030> Contact Name - Person USAC should contact regarding this data Christopher Ulmer

<035> Contact Telephone Number - Number of person identified in dats line <030> 6105283503 axt.

<039>  Contact Email Address - Email Acdrass of person Identified in data line <030> ~ tulmargicorelle. com

TO BE COMPLETED BY THE REFORTING CARRIER, IF AN AGENT IS FILING ANNUAL REPORTS ON THE CARRIER'S BEHALF:

Certification of Officer to Authorize an Agent to File Annual Reports for CAF or LI Reciptents on Behalf of Reporting Carrier

|1 certify that {Name of Agent) is authorized to subimit the Informatlion reported on behalf of the reporting carrier. 1
also cerify that | am an officer of the reporting carrier; my responsibilities include ensuring the accuracy of the annual data reporting requirements provided to the authorized
agent; and, to the best of my knowledge, the reports and data provided to the authorized agent is accurate.

Name of Authorized Agent:

Name of Reporting Carrier:

I5ignature of Authotlzed Officer: Date:

Printed name of Authorized Officer:

Title or position of Authorized Officer:

Telephene number of Authorized Officer:

I5tudy Area Code of Reporting Carrier: Flling Due Date for this form:

Persons willfully making false staternents on this form cen be punished by fine or forfeiture under the Communications Act of 1934, 47 U.5.C. §§ 502, 503(b), or fine or imprisonment
uncer Title 18 of the United States Code, 18 U.S.C. § 1001,

TO BE COMPLETED BY THE AUTHORIZED AGENT:

Certification of Agent Authorized to File Annual Reports for CAF or LI Recipients on Behalf of Reporting Carrier

|1 3= agent for the reporting carrier, certify that | am authorized to submit the annual reports for universal service support recipients on behalf of the reporting carrier; | have provided
the data reported herein based on data provided by the reporting carrler; and, to the best of my knowledge, the Information reported herein is accurate,

MName of Reporting Carrier:

Name of Authorized Agent Firm:

Signature of Autharized Agent or Emplayae of Agent: Date:  06/30/2016
Name of Authorized Agent Employee:
Title or position of Authorized Agent or Employee of Agent

Telephone number of Authorized Agent or Empioyee of Agent:

Study Area Code of Reporting Carrier: Filing Due Date for this form:

Persons willfully making faise statements on this form can be punished by fine or forfeiture under the Communications Act of 1934, 47 U.5.C. 8§ 502, 503{b), or fine or Imprisonment under Title
18 of the United States Code, 18 U.S.C. § 1001,
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010>  Study Area Code 310703

<015>  Study Area Narme KALEVA TEL CO
<020> __Program Year 2017

<030> Contact Name - Person USAC should contact regarding this data Christopher Ulmar
<035> Contact Teleph Number - Number of person [dentlfled In data Hne <030 6209283803 &xT.

<039> Contact Emall Address - Email Address of person identified in data line <030>  sulmeryicorelle. aom

<701> Rasidential Local Service Charge Effective Date
<702> Single State-wide Residential Local Service Charge

<703>

Residential Local ] Mandatory Extended Area
State hange {ILEC) SAC [CETC) Rate Type Service Rate State Subscriber Line Charge | State Unis | Service Fer Service Charge Total per line Rates and Fee
ML kaleva FR 20.0 0.1 1.07 5.8 27.67
I brethren FR 20.0 0.1 1.07 6.5 27,67
M wellston FR 20.0 0.1 1.07 6.5 27.67
nr dublin TR 2a.0 0.1 1.07 6.5 27.57
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<010>  Study Area Code

A10702

<015> Study Area Nama

KALEVL TEL CO

<D20> _ Program Year

2017

<D30> _ Contact Name - Person USAC should contact regarding this data

Christopher Ulmer

<035>  Contact Teleph Nurmber - Kumber of person i ified in data line <030>

€109283503 exi.

<D39> _Contact Email Address - Emai Address of person identified in data line <030> culmereicorelle.com

<71l
Exchange [ILEC] " State Total Rates Broadband Service - Broadband Service | Usage Aliowance Usa.ge Allowance
State Rate Fees and Fees Downlead Speed LUpload Spaed (Mbps) (GB) Action Taken
{Mbps]) When Limit Reached {select}

kI kaieva 28.95 o.0 28.95 1.0 €00.0 500.0 Blecking Traffio
I3 kaleva 19.95 o.¢ 38,95 2.0 600.0 500.0 Blocking Traftic
ur keleva 29,35 0.0 49,95 3.0 £00.0 can.0 Bladking Tra:tin\
L kaleva 55,95 9.0 55.96 5.0 €00.0 500.0 Bloeking Trattic
I brethren 29.95 0.0 2588 1.0 so0.o 0.0 Blocking Traffic
ML Erethren 19.85 2.0 1995 a0 0.0 So0.0 EBlecking Traffic
. Drethren P e To.08 o 0.0 o0 Elocking Traific
M1 prethran 53,95 0.0 58.55 5.0 500.0 500.0 Blocking Traffic
MI weliston N 28.98 0.0 2985 1.6 s00.¢ sop.0 Plocking Traffic
HI weliston 32.95 0.0 39.95 2.0 £00.0 500.0 Blocking Traffic
MI wellston 29,95 0.0 4095 1.0 6000 s00.0 Blocking Traffic
MI wellston s8.95 0.0 5995 5.0 s00.0 s05.0 Blecking Traffic
=g dublin 29.95 0.0 20,95 1.0 600.D 500.0 Blocking Tratfic
MI dunlin 39,95 0.0 32.35 2.0 £00.0 san.0 Blacking Trafile
iz dQublin 10,05 0o 4595 1 o 0 0.0 Blacking Traffic
nI dublin 59.95 oo sa.05 5.0 500.0 5000 Blocking Traffic
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CONFIDENTIAL

KALEVA TELEPHONE COMPANY
FIVE YEAR SERVICE IMPROVEMENT PLAN

JULY 1, 2016 PROGRESS REPORTS

EXECUTIVE SUMMARY
On July 1, 2014, Kaleva Telephone Company ("Kaleva" or "the Company") submitted a five-year

service improvement plan as required by 47 C.F.R. §54.202(a). Kaleva operates four exchanges in
Manistee County, Michigan. Consistent with 47 C.F.R. §54.313(a)(1), the Company now submits its first
progress report which reflects activities through December 2015.

At the time the five year service improvement plan was submitted, broadband service was defined
as a service with speed of 4 Mbps downstream and 1 Mbps upstream. The FCC’s action to change this
definition to 10 Mbps downstream and 1 Mbps upstream upon reasonable request was not reflected in the
initial plan. This report provides an assessment of the Company’s achievements to date in network

investment to target the new, higher download speed requirement.

UNIVERSAL SERVICE SUPPORT / INVESTED

SERVICE CERTIFICATION
As set forth in 47 C.F.R. § 54.313(H)(1)(1), the C'ompany hereby certifies that it is taking reasonable

steps to provide upon reasonable request broadband service at actual speeds of at least 10 Mbps

downstream/1 Mbps upstream. This service offers latency suitable for real-time applications, including

1 Allocation in compliance with reporting requirement addressing how federal USF was used by the Company per
47 C.F.R. § 54.313{A)(1}).
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CONFIDENTIAL

Voice over Internet Protocol. Usage capacity is reasonably comparable to comparable offerings in urban

areas and that requests for such service are met within a reasonable amount of time.

SERVICE PROGRESS

Funds received from the universal service support mechanisms, in combination with all other revenue
streams will allow the Company to maintain and upgrade the existing broadband network. The initial five-
year plan submitted in 2014 called for 4/1 broadband deployment by 2019. The Company is ahead of

schedule, and in fact can offer 4/1 broadband to 100% of its customers.

ICGRE

CONBULTING Pagelz
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Company Kaleva Telephone Company

Study Area Code 310703

Supplemental Data For: Line 510 ~ Service Quality Standards and Consumer Protection
Rules Compliance

RATES AND RATE STABILITY

New customers are provided rate information at the time they order service. The rate
information is prepared based on tariffs which are on file with the state public utility commission and
available for inspection at our office. In addition rates are available on the company website. Notices of
rate changes proposed by the Company are communicated to the customers through a bill notice or
other comparable means. The Company complies with all state and federal rules applicable to rate

changes.

PROVIDE SPECIFIC DISCLOSURES IN ADVERTISING

In advertising of prices for service plans the Company will disclose material charges and
conditions related to the advertised prices and services. This notice will provide the potential customer
with , including if applicable and to the extent the advertising medium reasonably allows: (1) whether
nonrecurring installation charges would apply; (2) the monthly fee associated with the service; (3)
whether any additional taxes, fees or surcharges apply; (3) the terms and conditions related to receiving
a product or service for "free;" and (4) whether prices or benefits apply only for a limited time or
promotional period and, if so, whether any different fees or charges will apply for the remainder of the

contract term.

TRUTH-IN-BILLING

The Company has long maintained compliance with the FCC’'s Truth-in-Billing rules as set forth in
47 CFR 64.2401. in part, this requires the Company’s telephone bill must: (1) be accompanied by a brief,
clear, non-misleading plain language description of the service or services rendered; (2) identify the

service provider associated with each charge; {3) clearly and conspicuously identify any change in
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Company Kaleva Telephone Company

Study Area Code 310703

Supplemental Data For: Line 510 - Service Quality Standards and Consumer Protection
Rules Compliance

service provider; (4) contain full and non-misleading descriptions of charges; (5} identify those charges
for which failure to pay will not result in disconnecticn of the customer’s basic local service; and (6)
provide a toll free number for customers to call in order to lodge a complaint or obtain information.
Customers' bills will distinguish (1) monthly charges for service and features, and other charges
collected and retained by the carrier, from (2) taxes, fees and other charges collected by the carrier and
remitted to federal state or local governments. The Company will not label cost recovery fees or charges

as taxes,

PROVIDE READY ACCESS TO CUSTOMER SERVICE

Customers and potential customers may access customer service by visiting the Company’s
office or by using a toll-fr_ee telephone number during normal business hours. Customer service contact
information is available at our business office with regular hours posted on the storefront. In addition,

this information is avallable online and on the monthly invoice rendered by the company.

ABIDE BY POLICIES FOR PROTECTION OF CUSTOMER PRIVACY
The Company complies with all state and federal rules regarding the privacy of customer

information. Certification of this compliance is provided annually to the FCC.

RESPONSE TO CONSUMER INQUIRIES AND COMPLAINTS RECEIVED FROM GOVERNMENT AGENCIES
The Company will respond in writing to state or federal administrative agencies within 30 days

of receiving written consumer complaints from any such agency. Should the agency require a shorter

interval for response, the Company will use its best efforts to expedite the review of the complaint to

provide a response which meets the agency-provided target date.
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Company Kaleva Telephone Company

Study Area Code 310703

Supplemental Data For: Line 510 — Service Quality Standards and Consumer Protection
Rules Compliance

TERMINATION OF SERVICE

The Company follows the state public utility commission’s rules for termination of service.
Service cannot be terminated without advance notice to the customer. If service is being terminated for
non-payment, the customer will have the option to establish a payment plan. So long as the customer
adheres to the payment plan, service will not be discor;nected.

Customers may terminate service at any time and for any reason. The Company does not assess
any termination penélty and the customer is simply required to pay for the services which were used

while the service was provided.
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Company Kaleva Telephone Company
Study Area Code 310703
Supplemental Data For: Line 610 - Description of Functionality in Emergency Situations

As an initial point, the Company had no service outages during 2015 which met the FCC's
threshold for reporting into the Network Outage Reporting System (“NORS”).

The Company engages in preventative maintenance programs which help ensure network
reliability in all conditions. This includes regular checks on generators, battery back-up, HVAC
infrastructure at central office switches, and tree trimming/removal when trees have the potential to
take down telephone lines during events of high wind or heavy snow. Access to critical infrastructure
(like central office switches) is limited to essential personnel. Spare equipment is maintained in
inventory.

Like most local exchange carriers, the Company’s network consists of electronic switching
equipment and a network of fiber optics and copper facilities. From a switching standpoint, the
Company has one primary switch and smaller switches which are fed by the primary switch. These
smaller switches are often referred to as intraexchange remote switches or concentrators. The largest
threat to switches is the loss of power. To address this, the Company ensures adequate battery back-up
is maintained. For emergency situations which extend beyond the useful life of the battery back-up, the
Company uses generators to power the switches. These generators are portable which ensures they can
be relocated to any switching center based on the specific needs of each switch. In addition, the
Company’s office will serve as a Command and Control center. This center is included as a primary
location to which continuous power is required. '

In cases of emergency, the Company’s management has contact information for all employees.
Depending upon the scope of the emergency, the Company may call-in as many employees as necessary
to provide continual telecommunications service. The Company has access to local and regional
construction companies which can be called in to supplement the work force if necessary. When poles
are down from emergencies, the Company works with other utilities attached to the same poles to
expedite the repair or replacement of the infrastruciure.

In summation, the Company takes preventative measures to plan for emergency situations and
also takes steps to mitigate the risk or duration of such events.
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' Kaltelco
KALEVA TELEPHONE COMPANY
3482 Osmo Strest, Kalova, Michigan 49845 (281) 382-3111

June 22,2016

oice services is no mare than

I, Jon W Cribbs, hereby certify that Keleva Telephone Company pricing ofv
for voice service as specified

two standard daviations above the applicable national aversge urban rate
in the most recent public notice Issued by the Wire lina Commission Buresu.

kaleva Telephone Company
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Company Kaleva Telephone Company
Study Area Code 170175
Supplemental Data For: Line 3010b - 5 Year Plan Milestone Certification

This certification is embedded within the 5 year plan update that has been filed,

REDACTED - FOR PUBLIC INSPECTION




REDACTED - FOR PUBLIC INSPECTION




GONFIDENTIAL FINANCIAL INFORMATION - SUBJECT TO PROTECTIVE CRDER IN WC DOGKET Nes, 10-80,
07-135, 05-337, 03-108, CC Docket Nes. 01-92, 96-45, GN DRocket No. 09-51, WT Dacket No. 10-208,
BEFORE THE FEDERAL COMMUNICATIONS COMMISSION

KALEVA TELEPHONE COMPANY
REVIEWED FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2015 AND 2014

(fManer

Costerisan

Cotified Public: Acconntarits
Business& Terhnglogy Advisors

REDACTED - FOR PUBLIC INSPECTION




CONFIDENTIAL FINANCIAL INFORMATION - SUBJECT TO PROTECTIVE ORCER IN WC DOCKET Nos, 10-20,
07-135, 06337, 03-109, CC Docket Nos. 01-92, 96-45, GN Docket No. 08-51, WT Docket No. 10-208,
BEFORE THE FEDERAL COMMUNICATIONS COMMISSION
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CONFIDENTIAL FINANCIAL INFORMATION - SUBJECT TO PROTECTIVE ORDER IN WG DCCKET Nos, 10-80,
07-135, 05-337, 03-109, GC Docket Nos. 01-92, 86-45, GN Docket No. 08-51, WT Docket No. 10-208,
BEFORE THE FEDERAL COMMUNICATIONS COMMISSICN

Costerisan

Maner Costerisan PC
a n e r 2425 E. Grand River Ave,

Suite 1

Lansing, MI 48912-3201
T: 517 323 7500

Cerlified Public Accountants 517323 6346
Business & Technology Advisors WWW.Inanercpa.com

INDEPENDENT ACCOUNTANT’S REVIEW REPORT

Board of Directors
Kaleva Telephcne Company

We have reviewed the accompanying financial statements of Kaleva Telephone Company (a
corporation and a wholly owned subsidiary of Kaltelco, Inc.), which comprise the balance sheets as of
December 31, 2015 and 2014, and related statements of income and comprehensive income, changes in
stockholder’s equity and cash flows for the years then ended, and the related notes to the financial
statements. A review includes primarily applying ana]yt1ca1 procedures to management’s financial data
and making i mqumes of company management. A review is substantially less in scope than an audit, the
objective of which is the expression of an opinion regarding the financial statements as a whole.
Accordingly, we do not express such an opinion.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement whether due to fraud or error.

Acconntant’s Responsibility

Our responsibility is to conduct the review engagement in accordance with Statements on
Standards for Accounting and Review Services promulgated by the Accounting and Review Services
Committee of the AICPA. Those standards require us to perform procedures to obtain limited assurance
as a basis for reporting whether we are aware of any material modifications that should be made to the
financial statements for them to be in accordance with accounting principles generally accepted in the
United States of America. We believe that the results of our procedures provide a reasonable basis for
our conclusion.

Accountant’s Conclusion
Based on our reviews, we are not aware of any material modifications that should be made to the

accompanying financial statements in order for them to be in accordance with accounting principles
generally accepted in the United States of America.

June 14,2016
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CONFIDENTIAL FINANGIAL INFORMATION - SUBJECT TO PROTECTIVE ORDER IN WG DOCKET Nos, 10-80,
07-135, 05-337, 03-108, CC Docket Nos. 01-92, 86-45, GN Docket No. 09-51, WT Docket Na. 10-208,
BEFORE THE FEDERAL COMMUNICATIONS COMMISSION

KALEVA TELEPHONE COMPANY
BALANCE SHEETS
DECEMBER 31, 2015 AND 2014

2015 2014

ASSETS

CURRENT ASSETS:
Cash and cash equivalents
Temporary investments - non-fair value
Due from subscribers
Accounts receivable - affiliate
Accounts receivable - access carriers
Accounts receivable - other
Inventory
Deferred federal income taxes - current
Prepaid expenses

_ Total current assets
INVESTMENTS AT FAIR VALUE

PLANT, PROPERTY AND EQUIPMENT:
Plant in service
Less accumulated depreciation
Net plant, property and equipment
TOTAL ASSETS

See independent accountant’s review report
and notes to financial statements. 4
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CONFIDENTIAL FINANCIAL INFORMATION - SUBJECT TO PROTECTIVE CRDER IN WC DOCKET Nos, 10-80,
07-135, 05-337, 03-109, CC Docket Nos. 01-82, 86-45, GN Docket No. 09-51, WT Docket Ne. 10-208,
BEFORE THE FEDERAL COMMUNICATIONS COMMISSICN

2015

2014

LIABILITIES AND STOCKHOLDER'S EQUITY

CURRENT LIABILITIES:
Accounts payable - trade
Accounts payable - access carriers
Other current liabilities

Total current liabilities

DEFERRED TAXES
Deferred state income taxes
Deferred federal income taxes

Total deferred taxes
Total liabilities

STOCKHOLDER'S EQUITY:

Capital stock, [JJtated vatuc i shares
authorized, issued and outstanding]jjjshares

Retained earnings
Accumulated other comprehensive loss

Total stockholder's equity

TOTAL LIABILTTIES AND
STOCKHOLDER'S EQUITY

See independent accountant’s review report
and notes to financial statements. 5
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CONFIDENTIAL FINANCIAL INFORMATION - SUBJECT TC PROTECTIVE ORDER IN WG DOCKET Nos, 10-80,
07-135, 05-337, 03-109, CC Decket Nos. 01-52, 9645, GN Docket M. 08-51, WT Docket No. 10-208,
BEFORE THE FEBERAL COMMUNICATIONS COMMISSION

KALEVA TELEPHONE COMPANY
STATEMENTS OF INCOME AND COMPREHESIVE INCOME
YEARS ENDED DECEMBER 31, 2015 AND 2014

2015 2014

OPERATING REVENUES:
Local service
Access revenue
Miscellaneous
Bad debt expense

Total operating revenues

OPERATING EXPENSES:
Plant specific
Plant non-specific:
Network and other
Depreciation
Customer operations
Corporate operations

Total operating expenses
Net operating revenue

OPERATING TAXES:
Federal income taxes
State income taxes
Other operating taxes

Total operating taxes
Net operating income

OTHER INCOME (EXPENSE):
Interest income
Other income {expenses), net
Non-operating federal income tax benefit

INCOME AVAILABLE FOR FIXED CHARGES
Interest and related charges
NET INCOME

OTHER COMPREHENSIVE INCOME:
Unrealized gain (loss) on securities

OTHER COMPREHENSIVE INCOME
BEFORE TAXES

Income tax benefit (expensé) related to other
comprehensive gain (loss)

TOTAL COMPREHENSIVE INCOME

See independent accountant’s review report
and notes to financial statements. 6
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CONFIDENTIAL FINANCIAL INFORMATION - SUBJECT TO PROTECTIVE ORBER IN WC DOCKET Nos, 10-80,
07-135, 05-337, 03-108, CC Docket Nes, 01-82, 86-45, GN Docket No. 09-51, WT Docket No. 10-208,
BEFORE THE FEDERAL COMMUNICATIONS COMMISSION

KALEVA TELEPHONE COMPANY
STATEMENTS OF CHANGES IN STOCKHOLDER’S EQUITY
YEARS ENDED DECEMBER 31, 2015 AND 2014

Accumulated
other
Capital " Retained comprehensive
stock earnings income (loss) Total

Balance at
January 1, 2014

Comprehensive income -
Unrealized gain on
securities (net of tax)

Net income
Dividends declared

Balance at
December 31, 2014

Comprehensive income -
Unrealized loss on
securities (net of tax)

Net income
Dividends declared

Balance at
December 31, 2015

See independent accountant’s review report
and notes to financial statements. 7
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CONFIDENTIAL FINANCIAL INFORMATION - SUBJECT TO PROTECTIVE ORDER IN WC DOCKET Nes, 10-80,
07-135, 05-337, 03-108, CC Docket Nos. 01-92, 96-45, GN Docket Mo. 08-61, WT Docket No. 10-208,
BEFORE THE FEDERAL COMMUNICATIONS COMMISSION

KALEVA TELEPHONE COMPANY
STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2015 AND 2014

2015 2014

DECREASE IN CASH AND CASH EQUIVALENTS:
Cash flows from operating activities:
Net income
Adjustments to reconcile net income
to net cash provided by (used in) operations:
Depreciation
Provisions for deferred taxes
Reinvested interest on investments
Changes in operating assets and liabilities:
Accounts receivable
Inventories and prepaid expenses
Accounts payable and other current liabilities

Total adjustments
Net cash flows used in operating activities

Cash flows from investing activities:
Purchases of plant, property and equipment
Proceeds from sale of plant, property and equipment
Proceeds from sale of investments
Purchase of investments

Net cash provided by investing activities
NET DECREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, beginning of year
CASH AND CASH EQUIVALENTS, end of year

See independent accountant’s review report
and notes to financial statements. 8
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CONFIDENTIAL FINANCIAL INFORMATION - SUBJECT TG PROTECT!VE ORDER IN WC BOCKET Nos, 10-50,
07-135, 05-337, 03-108, CC Docket Nos. 01-92, 96-45, GN Docket No. 09-51, WT Docket No. 10-208,
BEFORE THE FERERAL COMMUNICATIONS COMMISSION

KALEVA TELEPHONE COMPANY
NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNFICANT ACCOUNTING POLICIES

Accounting method - Kaleva Telephone Company (the Company) maintains the accounting
records on the accrual basis for both financial statement and income tax purposes. Revenue is
recorded when eamed and expenses are charged to operations when incurred. The accounting
records of the Company are maintained in accordance with the Uniform System of Accounts for
Class A and B Telephone Companies prescribed by the Michigan Public Service Commission,
which conform to accounting principles generally accepted in the United States of America (U
GAAP). ‘

Cash and cash equivalents - The Company considers all highly liquid instruments with a maturity
of three months or less to be cash equivalents. Those investments with original maturities of over
three months to twelve months are classified as femporary investments. Temporary investments
of -at December 31, 2014, consisted of Certificates of Deposit with original maturities
between 4 to 12 months from the date of issue and bear interest at the prevailing market rate at
the time of issue.

Accounts receivable - Accounts receivable are stated at the amount management expects to
collect from outstanding balances. Management provides for probable uncollectible amounts
through a provision for bad debt expense and an adjustment to a valuation allowance based on its
assessment of the current status of individual accounts. Balances that are still outstanding after
management -has used reasonable collection efforts are written off through a charge to the
valuation aliowance and a credit to accou i rom subscribers is presented net of
the allowance for doubtful accounts of Wat December 31, 2015 and 2014,
respectively_Accounts receivable - access carriers is presented net of the allowance for doubtful
accounts of at December 31, 2015 and 2014, respectively. For all other
accounts receivable, no allowance for doubtful accounts was determined to be necessary. The
Company’s estimate is based on historical collection experience and a review of the current status
of accounts receivable.

Plant, property and equipment - Purchases of plant, property and equipment are recorded at cost
and depreciated utilizing the straight-line method for financial reporting purposes by the
application of class or overall composite rates, based on the estimated service lives of the various
classes of depreciable property. The composite depreciation rate Was- for the years ended
December 31, 2015 and 2014, When {elephone plant is retired, its cost is removed from the asset
account and charged against the depreciation reserve together with any related salvage and
removal of costs. No gains or losses are recognized in connection with routine retirements of
telephone depreciable property. The cost of repairs and maintenance are charged to expense when
incurred. Long-lived assets are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable. If the expected future
cash flow from the use of the asset and its eventual disposition is less than the carrying amount of
the asset, an impairment loss is recognized and measured using the asset’s fair value.

See independent accountant’s review report. 9
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CONFIDENTIAL FINANGIAL INFORMATION - SUBJECT TO PROTECTIVE CRDER IN WG DOCKET Nos, 10-80,
07-135, 05-337, 02-109, CC Dockst Nos. 01-82, 96-45, GN Docket No. 08-51, WT Docket No. 10-208,
BEFORE THE FEDERAL COMMUNICATIONS COMMISSICN :

KALEVA TELEPHONE COMPANY
NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNFICANT ACCOUNTING POLICIES (Concluded)

Inventory - Inventory consists of materials and supplies for additions and maintenance of the
telephone plant and telephone equipment for resale. Inventory is valued at the lower of cost or
market on a first-in first-out basis.

Taxes collected - Sales, use and excise taxes collected from subscribers are presented on a net
basis.

Advertising - It is the policy of the Company to expense all advertising costs as incurred.

Income taxes ~ The Company recognizes the differerice between the financial statements and tax
basis of assets and liabilities which is determined annually. Deferred income tax assets and
liabilities are computed for those differences that have future tax consequences using the
currently enacted tax laws and rates that apply to the periods in which they are expected to affect
taxable income. Valuation allowances are established, it necessary, to reduce deferred tax payable
or refundable for the period plus or minus the net change in deferred tax assets and liabilities. All

federal and state income taxes are paid by t ’s parent corporation. The Company
paid, on a cash basis, interest in the amount of] in 2015 and 2014, respectively.

NOTE 2 - NATURE OF ORGANIZATION, RISKS AND UNCERTAINTIES

Kaleva Telephone Company is a wholly owned subsidiary of Kaltelco, Inc. and is located in
Manistee County in the State of Michigan. The Company’s major business activity is providing local
telephone exchange service and access to the public switched telephone network. Approximately,
an of the Company’s operating revenue is received from access revenue from interexchange
carriers for the years ended December 31, 2015 and 2014, respectively.

The Company’s cash and temporary investment accounts are subject to the Federal Deposit
Insurance Corporation (FDIC) insurance limit of $250,000. At various times during the year the
Company’s cash account balances may exceed this amount in the normal course of business. At
December 31, 2013. the cash and temporary investment account balances exceeded this limit by
approximately- Other investments are not covered by FDIC insurance. Additionally, non-cash

investing and financing activities consisted of dividends declared included in accounts receivable from
affiliate of—for 2015 and 2014, respectively.

The Company grants credit to customers, substantially all of whom are local residents.
Additionally, the Company grants credit to interexchange carriers for access to the public switched
telephone network. These trade receivables are carried at their estimated collectible amounts. Trade credit
is generally extended on a short-term basis; thus trade receivables do not bear interest, and the Company
does not apply a finance charge to past due receivables. Additionally, the Company generally does not
held financial instruments with off-balance-sheet credit risk.

See independent accountant’s review report. 10
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CONFIDENTIAL FINANCIAL INFORMATION - SUBJECT TC PROTECTIVE ORDER IN WC DOCKET Nos, 10-80,
07-135, 05-337, 03-108, GC Docket Nos. 01-82, 86-45, GN Docket No. 09-51, WT Docket No. 10-208,
BEFORE THE FEDERAL COMMUNICATIONS COMMISSION

KALEVA TELEPHONE COMPANY
NOTES TO FINANCIAL STATEMENTS

NOTE 2 - NATURE OF ORGANIZATION, RISKS AND UNCERTAINTIES (Concluded)

The Company rarely requires collateral from either its customers or telecommunications
providers. Accordingly, failure to collect on these accounts would result in a direct loss of the amounts
uncollected.

Compensation for interstate access services was received through tariffed access charges filed by
the National Exchange Carrier Association (NECA) with the Federal Communications Commission
(FCC) on behalf of the member companies. These access charges are billed by the Company to the
interstate interexchange carriers, and pooled with like revenues from all NECA member companies. The
portion of the pooled access charge revenue received by the Company is based upon formulas derived
from the national averages of costs to provide access services. The Company recorded frue-ups of prior
years’ estimated access settlements that had the effect of a decrease in revenues by
for 2015 and 2014, respectively.

Intrastate access revenue is based on charges billed under the Company’s intrastate access
revenue tariff. These revenues are dependent upon actions of interexchange carriers over which the
Company has no control. It is possible that changes could occur that would cause a significant impact on
the Company’s future revenues.

The process of preparing financial statements in conformity with accounting principles generally
accepted in the United States of America requires the use of management’s estimates and assumptions
regarding certain types of assets, liabilities, revenues, and expenses. Such estimates primarily relate to
collectability of receivables, access revenue settlement amounts, depreciable lives of plant, property and
equipment, deferred tax assets and liabilities, and events as of the date of the financial statements.
Accordingly, actual results may differ from estimated amounts. '

In the preparation of tax returns, tax positions are taken based on interpretation of federal, state,
and local income tax laws. Management periodically reviews and evaluates the status of uncertain tax
positions and makes estimates of amounts, including interest and penalties, ultimately due or owed. No
amounts have been identified, or recorded, as uncertain tax positions. Federal, state, and local returns
generally remain open for examination by taxing authorities for a period of three and four years.

The Company evaluates events and transactions that occur after year end for potential recognition
or disclosure in the financial statements. These subsequent events have been considered through June 14,
2016, which is the date the financial statements were available to be issued.
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KALEVA TELEPHONE COMPANY
NOTES TO FINANCIAL STATEMENTS

NOTE 3 - INVESTMENTS AND FAIR VALUE MEASUREMENTS

At December 31. 2015 and 2014, the Company’s investments consisted of equity securities in the

amount 0_ respectively.

The Company is required to disclose amounts within a framework established for measuring fair
value. The framework provides a fair value hierarchy that prioritizes the inputs to valuation techniques
used to measure fair value. The hierarchy gives the highest priority to unadjusted quoted prices in active
markets for identical assets or liabilities (level 1 measurements)} and the lowest priority to unobservable
inputs (level 3 measurements). The three levels of the fair value hierarchy are described as follows:

Level 1:  Inputs to the valuation methodology are unadjusted quoted prices for identical assets

or liabilities in active markets that the Company has the ability to access.
Level 2:  Inputs to the valuation methodology include:

quoted prices for similar assets or liabilities in active markets;

quoted prices for identical or similar assets or liabilities in inactive markets;
inputs other than quoted prices that are observable for the asset or liability;

inputs that are derived principally from or corroborated by observable market
data by correlation or other means,

VVVY

Level 3: Inputs to the valuation methodology are unobservable and significant to the fair value
measurement.

The asset or liability’s fair value measurement level within the fair value hierarchy is based on the

lowest level of any input that is significant to the fair value measurement. Valuation techniques used
need to maximize the use of observable inputs and minimize the use of unobservable inpufs.

Following is a description of the valuation methodologies used for assets measured at fair value.
There have been no changes in the methodologies used at December 31, 2015 and 2014.

Marketable Securities: Valued at the daily closing price as reported by the security. They have
been classified as available-for-sale with the gross unrealized holding gains and losses, net of tax,
reported as other comprehensive income. Realized gains and losses are generally determined
using the specific identification method and are included in investment income as are declines in
value that are determined to be other than temporary. The interest or dividends associated with
available-for-sale securities is also included in the components of investment income.

The preceding methods described may produce a fair value calculation that may not be indicative
of net realizable value or reflective of future fair values, Furthermore, although the Company believes its
valuation methods are appropriate and consistent with other market participants, the use of different
methodologies or assumptions to determine the fair value of certain financial instruments could result in a
different fair value measurement at the reporting date.
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NOTE 3 - INVESTMENTS AND FAIR VALUE MEASUREMENTS (Concluded)

The historical cost and fair value of investments as of December 31, 2015 and 2014 were:

2015 2014

Fair value investments at cost
Gross unrealized holding losses

Total aggregate fair value

The Company’s fair-value investments consist of the following as of December 31:

Level 1; Level 2: Level 3:
Quoted prices Significant
in active other Significant
markets for oberservable unobservable
identical assets inputs . inputs Total

2015

Equity Securities

2014

Equity Securities

NOTE 4 - COMPREHENSIVE INCOME

The components of other comprehensive income, such as unrealized gains (losses) on securities,
are required to be added to the Company’s reported net income, net of tax to arrive at comprehensive
income, Other comprehensive income items have no impact on the reported net income as presented on
the statements of income and comprehensive income.

comprehensive income was a loss o net of deferred taxes of -at December 31, 2015, and a

The net unrealized holding reserve on available-for-sale securities included in other
gain of - net of deferred taxes 01;-_ at December 31, 2014,

There were no reclassification adjustments out of accumulated other comprehensive income for
individual components of other comprehensive income for both 2015 and 2014.
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NOTE 5 - PLANT, PROPERTY AND EQUIPMENT

The balances of the major classes of plant, property and equipment as of December 31, are as
follows:

2015 2014

Land and buildings
General support

Central office equipment
Circuit equipment

Cable and wire facilities

NOTE 6 - TAXES

For income tax purposes, the Company is included in the federal consolidated and state combined
tax returns with its parent, Kaltelco, Inc. For financial reporting purposes, income taxes are computed
and recorded as if the Company filed separate income tax returns, except that: (i) in the event the
Company generates a net tax loss which is utilized in Kaltelco, Inc.’s returns, the Company will be given
the benefit of such loss, (ii} federal income taxes are calculated based upon the statutory tax rate in effect
for Kaltelco, Inc. and its subsidiary on a consolidated basis, and (iii) state income taxes are calculated
based upon the taxes in effect for Kaltelco, Inc. and its subsidiary on a combined basis.

Deferred income taxes are accounted for using an asset and liability approach that requires the
recognition of deferred tax liabilities and assets for the expected future tax consequences of temporary
differences between the financial statement and tax basis of assets and liabilities at the applicable enacted
tax rates. Temporary differences giving rise to the deferred tax liabilities and assets consist primarily of
the difference in treatment for tax purposes versus the treatment for financial reporting purposes for
depreciation and investments.
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NOTE 6 - TAXES (Continued)

Income tax provisions charged to expense for the periods ended December 31, 2015 and 2014 are
summarized as follows: ' '

2015 2014

Federal income taxes (benefit):
Current ‘
Deferred

Federal income taxes

State income taxes (benefit):
Current
Deferred

State income taxes

Other taxes:
Ad valorem
Miscellaneous

Total income and other taxes

Total federal income tax expense, divided by the sum of such tax expense and net income, results
in an effective tax rate of approximately [l for both 2015 and 2014. The difference between the
Company’s federal effective income tax rate and the federal statutory rate is primarily a result of expenses
deductible for financial reporting purposes that are not deductible for tax purposes, and adjustments to
prior year tax accruals.

The Company periodically settles amounts owed to Kaltelco, Inc. for income taxes. For the years
ended December 31, 2015 and 2014, a federal income tax liability was recorded as a payable to Kaltelco,

Ine, in the amount of — respectively. For the years ended December 31, 2015 and

2014, a state income tax liability was recorded as a payable to Kaltelco, Inc. in the amount oi_md

- respectively.

The net deferred tax liabilities (assets) consist of the following:

2015 2014

Total deferred tax liabilities
Total deferred tax assets

Net deferred tax (asset) liability
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NOTE 6 - TAXES (Concluded)

Management has evaluated all deferred tax assets as of December 31, 2015 and determined the
Company will be able to fuily utilize all of the deferred tax assets in future years. Therefore, no valuation
adjustment was recorded to reduce deferred tax assets for 2015.

NOTE 7 - PENSION

The Company sponsors a defined contribution plan pursuant to Internal Revenue Code Section

401(k). The Company matches the employee’s elective deferral up to -of eligible salary. The expense
for this plan for 2015 and 2014 was _respectively.

NOTE 8 - RELATED PARTY TRANSACTIONS

The Company had the following related party transactions during 2015 and 2014.

2015 2014

Due from Kaltelco, Inc., beginning of year

Allocations of labor and benefits
Expenses paid on behalf of Kaltelco, Inc.
Cash payments

Dividends declared

Allocation of federal and state tax expense

Due from Kaltelco, Inc., end of year

NOTE 9 - CONTINGENCIES

The Company was named as a defendant in legal actions brought by certain interexchange
carriers which allege that the Company had been erroneously billing them with respect to a certain type of
toll traffic. One carrier was requesting refunds of approximatelyiﬁfom previous years. Other
cartiers have not stipulated an amount. The case was consolidated with numerous similar suits throughout
the country in the Northern District in Texas. In an order dated November 17, 2015, the Northern District
of Texas Court granted the defendants joint motion to dismiss but permitted the plaintiffs in the case to
re-plead their state-law claims. On December 8, 2015, defendants filed a motion in the Northern District
of Texas Court to file counterclaims, and on December 22, 2015 the plaintiffs filed a motion asking the
Court to designate the November 17, 2015 ruling dismissing the federal claims as a “final judgement”
which would render those issues ripe for an immediate appeal. The court of appeals has not ruled on these
motions. The Company intends to vigorously oppose this lawsuit and pursue its counterclaims.
Management is not able to predict the outcome of this litigation or estimate the amount or range of
potential loss.
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NOTE 9 - CONTINGENCIES (Concluded)

In the normal course of business, the Company is involved in various legal actions. Although the
ultimate resolution of these matters may not be determinable, in the opinion of management, in
consultation with legal counsel, the outcome of these actions is not expected to have a material adverse
impact on the Company’s financial position.
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